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PRIL'S contribution to the Saint Louis real estate picture deepened the somber 


tones and added little to 


was 


the high lights. Activity 
expected; foreclosures mounted to an all time high record; 
around the low levels of the past few months; marriages have 
bottom and construction remains at almost the vanishing point. 
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rents have 
apparently 


The longed for swing into a new cycle of activity is still over the 


decreased again sharply, as 


contin- 
reached 


horizon 
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-- how far largely depends upon the effectiveness of present efforts to loosen credit. 


The Federal Reserve policy of government bond buying at the rate 
week should arrest falling prices. It seems doubtful, however, 
will be sufficient to affect real estate materially in the 


that these 
alone near future. 
Barring radical monetary 
increases, 
ahead. 


legislation or international 
fundamental factors 


price 


just 
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Real estate activity will show no permanent gain. 
Foreclosures will remain high, probably exceeding their 
record height. 

General level of real estate prices will continue to decline. 
Vacancies will remain high, especially in apartments, accompanied 
by some further rent reductions. 

Construction will continue at its present low level 
confined chiefly to small dwellings and an occasional flat. 
Little credit will be available for financing real estate. 


present 


and will be 


of $100,000,000 


(Continued on next page) 


per 
efforts 


wars bringing marked 
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A marked revival or upswing in general business conditions will undoubtedly 
stimulate rental demands. The rapidity of the absorption of the unemployed with its 
inevitable results, the unscrambling of doubled up families and increased marriages, 
will have a direct relation to the rapidity of the absorption of vacancies. 


Higher rentals will increase values and decrease foreclosures. Combined 
with easy credit, these factors will cause a revival in construction. 


"Thinking should aim at truth and proceed with 
indifference to all other considerations." 


Greater Saint Louis. The chart to the left shows the increase since 1926 in the 

city and county of foreclosures for each one hundred thousand families. By re- 
ferring back to the long chart in the April issue of The Real Estate Analyst, pages 
14 to 16, it will be seen that the figure for April of 115 foreclosures for each 
100,000 families sets a new high record surpassing by thirteen the 1878 record of 
102 per 100,000 families. Conditions in 1878 were very similar to conditions today. 
The editorials in the Saint Louis newspapers of that time mention the drastic price 
readjustment taking place in all commodities, the critical position of the farmer, 
the unemployment problem, the necessity of reducing taxes, the reductions in wage 


T= two charts below show the current condition of real estate foreclosures in 


scdles, the large vacancy situation in the city, the lowering of rentals, and many 
other items which would almost lead one to believe he was reading a description of 
the present times. It will be remembered that this big depression after the Civil 


War started in 1873 and ended in the early part of 1879. 

The chart to the right is the chart from page 17 of the April issue, cor- 
rected to May first. The height of the vertical bars in the chart shows the monthly 
total in dollars of mortgages foreclosed in Saint Louis and Saint Louis County from 
January, 1926, to May 1932. The black portion of each bar represents the total in 
the citv and the gray portion the total in the county. From the standpoint of money 
involved, as well as in number, April foreclosures were very much above any previous 
record. Foreclosures in the city totaled more than one million two hundred thousand 
dollars and in the county slightly more than three hundred thousand dollars, making 
a total for the city and county of more than one’'and one-half million dollars. 

During April 70 percent of the foreclosures in Greater Saint Louis were on 
first decds of trust, twenty-nine percent were on second and one percent was on 
thirds. 

The information and charts contained 
in this report are protected by copy- 
right and are restricted to the .con- 
fidential use of subscribers only. 
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HE chart shown above is a study of residential rentals in Greater Saint 

Louis from ten years before the Civil War, and apartment rentals (heat furn- 

ished) from 1906. For residential rentals 1911 was considered as 100 on 
the chart, as real.estate activity in 1911 was more typical for the pre-war 
period than it was in 1913, the year generally used for charting purposes. For 
rentals 1910 was considered 100. 

The general relationship of rents to other commodity prices is shown 
on the chart above. The very definite relationship between rentals and real 
estate activity can be seen by comparing the rental chart with the activity’ 
chart on pages 4 - 6 in the March issue. 

There are three factors responsible for rental fluctuations. Two of 
these - supply and demand - are self-evident. The third - the value of money - 
though seldom recognized, is of utmost importance. The following discussion 
will endeavor to clarify the inter-relation of these three major factors. 

I. SUPPLY: A housing shortage causes rentals to rise and an over- 
supply causés rentals to drop. This, of course, needs no explanation. The im- 
portant question, however, is what causes the variation in the supply of homes 
in a community? Why do new buildings spring up like mushrooms in some periods 
and fail to germinate at all in other periods? The following general principle 
covers the various factors which determine the construction of new buildings: 

New construction starts only after the absorption of the 

greater part of the oversupply has increased rentals and val- 

ues to a point apparently sufficient to make new properties 

profitable investments at current rates of construction. This 

increase in rentals and values must be accompanied by a suf- 

ficient easing of credit. 

The first part of a building boom is caused by the intensity of demand. The 
overbuilding of the latter part is caused by unwise loose credit. After each 
period of over-building competition between owners causes net earnings and sales @ ¢ 
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prices to drop to a point below. the cost of new construction. Until the over- 
supply has again been absorbed, rentals and sales prices will not justify new 
building. 

Replacement costs do not determine rentals directly, but they affect 
the supply of new buildings which, in relation to the demand, determine rentals. 
Various elements alter replacement cost. Material prices, wages, interest, dis- 
counts and cost of ground, all are subject to fluctuation over a period of 
years. 

The supply of buildings is being constantly reduced by the demolition 
and obsolescence of older buildings. Assembly of large sites for various pur- 
poses almost invariably require some demolitions. Street widenings and civic 
improvements necessitate the same thing. In an effort to get some idea of the 
extent of wrecking of older buildings in the past year the demolitions which 
have taken place recently in clearing the Memorial Plaza, the Union Station 
Plaza, the Federal Building site and the Illinois Terminal right-of-way as far 
north as Cass Avenue, have been studied by counting from the 1927 Red and Blue 
Book the number of units of each type listed in these blocks. These totals are 
shown in the following table. 


Quarters occupied by families 537 
Quarters occupied by stores 253 
Quarters occupied by offices 70 
Quarters occupied for manufacturing 45 
Quarters occupied by schools and churches 3 
Quarters occupied for other use 26 
Quarters vacant 80 


These figures are probably incomplete for these blocks but they give some idea 
of the amount. During the same period a great deal of wrecking was done for the 
Gravois widening. It seems entirely probable that during the past year and a 
half more family accommodations have been wrecked than built in Saint Louis, 
(Continued on page 28) 
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N the chart above, the commodity price index of the present period is 
J seretsnposea on the index for the Civil War period to show the strik- 

ing resemblance. The radical changes in general prices in both of 
these periods were not due primarily to supply and demand, but to a change 
in the amount of currency of all types in circulation. 


Currency was at its maximum a few months after floating the last 
government loan. The contraction of currency and credit, after both war 
inflations had run their course, was responsible for the drop in prices. 
The surprising thing is that the return to normal has taken identically 
the same number of years in both cases. 


In the chart below the general course of commodity prices is 
shown from 1797 to the present. It will be noticed that the three peaks 
were caused by three wars. Without some tremendously disturbing cause com- 
parable to a war with its financing necessarily disturbing the whole mon- 
etary system, we cannot expect money to decrease to its former value, as 
indicated by the high post-war prices. However, it will be noticed that 
in 1835 and in 1880 there were sharp recoveries after these extreme drops 
following the wars. Undoubtedly we will see a similar reaction in the 
near future, but it is not believed that this reaction will be sufficient 
to carry prices back to the 1926 level, nor will its effects last for more 
than three or four years. 
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While we expect apartment rentals (the 


tinue to decline until the depression mitigates suffici 
up families to expand to individual quarters and delayed 
place, its decline should be more gradual than it has 
three years. If commodity prices continue to drop for an 
before the inevitable rebound occurs, all rentals will be 
er level. 


The relatively little vacancy in singl 
holding these rentals in a higher position tha 
ed. When business and employment return to n 
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apartments. This will cause these rentals 
stimulate new building as it is easier to fin 
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large bond-issue projects. 
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II. DEMAND: The demand for homes is constantly changing, due to changes 





in population and In economic conditions. Growth in population, of course, makes 
new building necessary but an increase in the number of families is more important 
than an increase in population. 1000 people today in Saint Louis comprise 263 fam- 
ilies. In 1850 1000 persons comprised only 178 families. The average family then 
contained 5.6 persons. The average family today consists of 5.8 persons. Each 1000 
persons today require 48% more homes than each 1000 persons did then. From 1920 to 
1930 in Saint Louis and Saint Louis County our families increased by 53681, or more 
than 5300 a year. During the preceding ten years our average increase was only 
4027. 

Economic conditions have a tremendous influence on demand. In each major 
period of depression in the past the number of marriage licenses for each 10,000 


males 21 years of age and over dropped materially. In the boom which followed, mar- 


riage licenses went far above normal. Since 1924 the accumulated shortage of mar- 
riage licenses from the average in Saint Louis has amounted to more than 13,000. 

Another effect of adverse economic conditions in reducing demand for liv- 
ing quarters is the amount of "doubling up" with other families which takes place in 
each depression. In April 1931 the Occupancy Survey showed 10,719 families "doubled 
up" with other families. As the depression has become more intense this figure has 
probably increased. 


III. THE VALUE OF MONEY: The light shaded line on the chart on pages 24 
and 25 shows average commodity prices based on a large list of from three hundred to 


almost 800 items. The chs on page 26 shows the Civil War price peak and the World 








War peak superimposed and explains the monetary reasons for these peaks. 

The peak on page 27 shows Civil War rentals and World War rentals superim- 
posed. Undoubtedly rentals in both of° these periods were high, at least partly be- 
cause war inflated dollars made all prices high. Everything else being equal, when 


money decreases in value, rentals go up; when it increases in value, rentals go 
down. 


Over the eighty ne years sovered by the chart it will be noticed that 


rentals have been constantly gaining on other prices. This is due to the fact that 
the standards of housing have changed 

The improvement of buildings through the addition of many new features and 
conveniences has had a great effect on cost of construction. The general upward 
trend in rentals in relation t commodity prices is undoubtedly due to this cause. 
That difference can best be brought out by studying the classified advertisements of 
the different periods. In 1851 the talking points of fine homes, as revealed in 
these advertisements, were "first rate bath house" and "hydrant in the yard". In 
the late 60's the hydrant occasionally moved to the kitchen. In the 70's gas was 
advertised as a special attraction. The 80's and 90's saw the gradual development 
of modern plumbing and heating. Then came the period when electric lights were the 
outstanding sales points, fcllowed in order by water heaters, two car garages and 
electric refrigeration. Air nditioning is just appearing on the horizon. 

Aside from this gradual increase in rentals, due to added features in the 
building, there is a marked agreement in the trends of the commodity price line and 
the rental line. From 1873 to 1900 the general trend was downward and from 1900 to 
1921 the general trend was upward. The shorter movements of the rental line were 
caused by supply and demand, housing shortages, causing rentals to rise and over- 


R 
supplies causing them to fall. 


HOME OWNERSHIP AND RENTING IN VARIOUS PRICE CLASSES 


N the assumption that 10000 families having the same average income as the pres- 
ent families of Saint Louis move to Saint Louis and require living quarters, the 
following data has been prepared to show (lst) the number of families that would 


purchase homes; (2nd) the price homes that would be purchased; (3rd) the number of 
families that would rent homes and (4th) the different rents that would be 














be paid. 

No. of Families Price of Home No. of Families Rent per month 
20 nder 1,00 0 179 Under 10.00 
48 1 to 1499 540 10.00 to 14.99 
63 ] to 1999 842 15.00 to 19.99 
210 ® to 2999 1540 20.00 to 29.99 
721 to 4999 2365 50.00 to 49.99 
897 000 to 7499 959 50.00 to 74.99 
524 ve to 9999 236 75.00 to 99.99 
445 10000 to 14999 110 100.00 to 149.99 
149 15000 to 19999 31 150.00 to 199.99 
103 20000 and over 18 200.00 and over 
3180 Total families 6820 Total families 
buying homes renting homes. 


























EXPLANATION OF METHOD USED IN CONSTRUCTING RENTAL BAROMETER. 
T. chart on pages 24 and 25 shows the fluctuations in dwelling rentals in Greater 
Saint Louis from 1851, ten years before the Civil War, to May lst, 1932. This in- 


formation was secured in the following manner: The bound newspaper files were obtained 


>) 


far back as numerous classified advertisements of dwellings for rent could be found, 
single family dwellings being studied back to 1868 and apartments to 1906. Separate 
studies were made for single family dwellings, for flats and for apartments. All ad- 
vertisements were reduced to the common denominator of rent per room per month. ( How- 
ever, all figures in the original tabulations have been kept separate so that studies 
can be made later of rentals in relation to the number of rooms, the trend in the num- 
ber of rooms, etc.) 

Several questions ~~ be raised as to the reliability of a barometer con- 
structed in this fashion. 
First: Do advertised rentals represent actual rentals? It 
must be freely admitted that there are certain limitations in a 
barometer of this sort. In a period when rentals are dropping 


rapidly, concessions not mentioned in the advertisements (gen- 
erally in the form of the twelfth or thirteenth month free ona 


year's lease) are frequently given. In an extreme period of 
rental deflation actual rental will probably average close to 
8% below advertised rental. On the other hand, when rents are 


increasing, no concessions are given and actual rentals and ad- 
vertised rentals are the same, 


Second: Do advertised rentals of vacant quarters form an index 
of rentals being paid on occupied quarters? In apartment rent- 
als there can be no auestion but that the relationship is very 

definite. An owner cannot well offer for rent quarters in a 
building for rentals different from those he is actually re- 
ceiving for similar quarters in the same building without soon- 
er or later being forced to equalize his rentals. In single 


family residences and flats this comparison is not possible. 
Since 1917 the U. S. Department of Labor Statistics has main- 
tained a barometer of rents for Saint Louis. It is rather in- 
teresting to note the general similarity of their barometer to 
ours, even though the Department of Labor Statistics barometer 
covers only the homes of working men's families. The drop 
from the peak to the present on both barometers is almost iden- 
tical. It can therefore be assumed that the single family 
dwelling barometer prepared in this way is also substantially 
accurate. 


A study was published in 1886 in the 10th Census of the United States of ren- 
tals from 1851 to 1880 in five principal cities in the United States, of which Saint 
Louis was one. It was possible from this study to extend our figures back to 1851, 


having an overlap of twelve years with the classified advertising for the period 1868 - 


1880 

In the long chart on pages 24 and 25, apartment rentals (heat included) are 
charted separately since 1906, as they have shown considerable variation from other 
rentals. Flat rentals are not shown on this’ chart as they are very similar in their 


fluctuations and in their "dollar per month per room" value to single family dwelling 


rentals. 
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The chart above shows the number of families moving each month since January 
1929. This study indicates two things of value to the real estate operator: 

First: It certainly appears that the period of frenzied moving from one 
Place to another in search of lower rents and greater concessions is dying down. It 
will be noticed that from September 1930 until March 1931 each month, with but one ex- 
ception, was above preced years. Starting with April 1930, however, moving each 
month has been under preceding years with the figure for March 1932 37.5% or more than 
a third below a year ago. Stabilization is desirable, making it easier to hold 
tenants. On the other hand, however, in an inactive moving or stabilized period, 
there are fewer tenants looking for quarters. 

Second: The chart indicates the proper months to concentrate classified ad- 
vertising for tenants. If it is known that ordinarily twice as many families move in 
the months of April, May, June, September or October as in January or December, it 
would seem wise to bulk advertising slightly ahead and during these moving periods. 
People do not, as a rule, consult the classified "for rent" colums unless they are 
thinking of moving. Advertisements will be most effective if they appear when the 
largest number of people are consulting these columns. During the last three years 
the typical percentage of the year's moving, which has occurred each month, is shown 
in the following table. 





January 5% July 8% 
February 6% August 9% 
March 9% Sept. 11% 
April 11% Oct. 10% 
May 10% Nov. 6% 
June 10% Dec. 5 


The June issue will analyze further these moving figures from the standpoint 
of the amount of furniture going into storage, or being moved from the city each 
month. 

These figures have a definite effect on demand and accordingly on rentals 
and values. 

















